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According to separate reports by the Mexican Stock Exchange (BMV) and the Banco de Mexico
(central bank), political and economic uncertainty in Mexico has resulted in a large decline in
foreign investments in Mexico since the beginning of January. The reports, issued in early July, show
that total foreign investment in Mexico as of June 30 stood at US$69.5 billion, compared with US$76.5
billion at the end of December 1993.
The reports specifically showed that portfolio investments by foreigners funds placed in the stock
market and government securities had fallen to US$46.4 billion as of the end of June, compared with
US$54.6 billion at the end of December. As a result, portfolio investment as a percentage of total
foreign investment has dropped from 71% in December to 67% by the end of June.
One popular investment instrument for foreigners is the short-term Treasury Certificates known
as CETES (Certificados de Tesoreria), which frequently carry attractive interest rates. Conversely,
once a CETES matures, funds can be withdrawn from Mexico rather quickly. In fact, many potential
foreign investors have chosen to withdraw funds from Mexican securities and stocks because of
the prevailing political and economic uncertainty in Mexico, which is generated by such events
as the uprising of the Zapatista National Liberation Army (EZLN) in Chiapas, the assassination of
presidential candidate Luis Donaldo Colosio, and the kidnapping of prominent banker Alfredo Harp
Helu. According to the Central Bank, total foreign investment in CETES as of the end of June had
fallen by 33% since Jan. 1, 1994.
In addition to recent political events, foreign investors have also expressed concern about the
possible outcome of the Aug. 21 presidential elections. According to financial analysts, investors
are reluctant to risk their capital until they are sure the next president will continue the economic
policies begun by President Carlos Salinas de Gortari.
Notwithstanding the hesitancy of investors, the three leading candidates Ernesto Zedillo of the
governing Institutional Revolutionary Party (PRI), Diego Fernandez de Cevallos of the National
Action Party (PAN), and to some extent Cuauhtemoc Cardenas of the Democratic Revolution Party
(PRD) have all pledged to uphold economic policies that favor foreign investors. In fact, analysts
at the Mexican Stock Exchange (BMV) told the Spanish news service EFE that they see strong
potential for the political climate in Mexico to stabilize after the Aug. 21 election, and thus help
restore confidence. On the other hand, there is strong concern about the potential for continued
economic and political instability if the PRI is perceived to have committed fraud in the elections. In
an interview with the daily newspaper Reforma in early June, US Ambassador James Jones warned
that "massive" electoral fraud by the PRI could cause US investors to lose confidence in Mexico.
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"If US investors lose confidence in Mexico, I am sure this will also be the case for all other foreign
investors," he said. For his part, German Gonzalez, an executive with the National Confederation of
Chambers of Commerce (Confederacion Nacional de Camaras de Comercio, Concanaco), raised the
need for the government to continue its push to reach final agreements with the EZLN. "Otherwise,
I see major difficulty in attracting new foreign investments," he said.
Gonzalez said the Mexican private sector is also interested in helping ensure that the upcoming
presidential elections are clean and transparent. In fact, the Mexican Employers Confederation
(Confederacion Patronal Mexicana, Coparmex) is among the groups that has announced plans to
invite foreigners to play a limited observer role in the elections. According to an agreement between
the government and the various political parties, foreigners will be allowed to be present at public
places during the election, but will be asked not to make any public statements.
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